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This annual report is the first since we became a 
public company — an event which itself is a 
“first”, for Cockfield Brown is the only publicly- 
owned Canadian advertising agency. | would 
like to welcome all the new shareholders who 
have shown their confidence and interest by 
investing in the company. 

1970 was a very satisfactory year. In spite of 
the slackening of Canadian business activity in 
general, particularly in the second half of the 
year, Cockfield Brown billings again broke all 
previous records. 

The 1970 gross billings amounted to $33,900,000 
compared to $32,500,000 in 1969. Inflationary 
pressures, largely on salaries, resulted in an in- 
crease in expenses over the previous year. [he result 
was that our profit before taxes fell from $824,000 
to $/48,100. 

The dividend policy envisaged in our prospectus 
has actually been exceeded. The final quarter's 
payment of 12%¢ per share brought the total 
dividend to 4/7%¢ for the year. 


Advertising in the Canadian Economy 

Until this year, when we “went public’, there has 
been no opportunity for the public to invest in the 
advertising agency business in Canada. It is not, 
therefore, a familiar field for the investor and 
a brief review of the industry may well be of 
interest. 

Advertising has a vital role to play in the 
economy, as a prime mover in the process of 
selling goods and services and as a means of 
disseminating information. 

Most large organizations — corporations, as- 


sociations, and government departments — use 
the services of advertising agencies as specialists 
in preparing and placing advertising of all kinds, 
and as consultants in marketing, public relations 
and related activities. 


A Record of Leadership 

Cockfield Brown, as one of the largest and 
longest-established Canadian agencies, has an 
enviable record of stability and progress in the 
industry. It has shown consistent growth since 
1913, and better-than-average return on_ in- 
vestment. 

The standing of an agency is indicated by its 
client list. The partial list of present clients shown 
as background to our progress chart on page 1 
includes many of the famous names of Canadian 
business. It is a well-balanced list, reaching into 
every area of Our country’s economic activity.! 
Twenty-five corporations account for approxi- 
mately 70% of our total billings. No one client! 
accounts for more than 11% of our billings. 

Some clients have been with Cockfield Brown 
or its founding companies for over 5O years, 
some were acquired during this past year. All of 
them have confidence in our ability to effectively 
represent their interests in highly competitive fields. 

In meeting this responsibility, our principal 
asset is our staff. Among our 330 employees we 
have the managerial ability, business acumen 
and creative talent which alone can assure a 
bright future for the company. In a business in 
which high turnover of personnel is a fact of life, 
Cockfield Brown has an excellent record of 
retaining key people. 


Cockfield Brown a major ’’French” agency 

As the only large agency with its head office in 
Montreal, and being the largest agency in the 
Province of Quebec, we are exceptionally well 
qualified to operate in the French language 
market as well as in English. 


The Future 

The advertising business in Canada is subject to 
many of the same pressures and problems that 
face all businesses. Inflationary pressure Is one. 
We propose to maintain the strictest controls to 
prevent our profits being eaten into by rising costs. 

Another is the infiltration of sectors of our 
economy by companies based outside Canada. 
While we welcome healthy competition from any 
quarter, we believe that it would be very un- 
fortunate if one of Canada’s essential media of 
communications came to be unduly influenced or 
dominated by agencies whose allegiance is to 
parent companies abroad. 

Canadian corporations and companies, large 
and small, will be best served by advertising 
agencies whose interests are identical to their 
own. Our aim will be to ensure that Cockfield 
Brown remains such an agency, Canadian in 
outlook and devoted to the highest interests 
of Canada. 

Still another factor is the trend to government 
regulation or restriction of advertising. We have 
no quarrel with efforts to protect the consumer. 
We, with other responsible agencies, have been 
working for the maintenance of high standards 
in advertising for many years. But, as in other 
fields, the transition from reasonable regulation 
to unnecessary interference is an easy one. We 


4 


should be cautious in tampering with the free 
competition that contributes to our high standard 
of living and in making the bureaucrat an arbiter 
of good taste or public morality. 

In general, however, the outlook for advertising 
(and Cockfield Brown) is good, not only as the 
major selling force in an increasingly affluent 
economy, but also in new fields. The techniques 
and skills which we have developed are ideally 
suited as means of education and information, 
and | believe we shall see an important extension 
of our activities in this direction in the years ahead. 


The Outlook for 1971 
We entered the year with the largest billings 
forecast in the history of Cockfield Brown already 
on our books. This volume, arising from the devel- 
opment of existing accounts plus some healthy 
acquisitions of new business, gives us every 
confidence in continued progress during this year. 

In addition to our basic operations as an 
advertising agency we have been exploring various 
ideas for diversification. While no definite plans 
have been made so far we believe that there are 
several directions in which our skills and ex- 
perience can be profitably employed. We look 
forward to making further reports to you as 
plans develop. 

May I, in closing, express our gratitude for 
your confidence, interest and support. 
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Balance Sheet COCKFIELD, BROWN & COMPANY LIMITED 


(Incorporated under the Canada Corporations Act) 


as at December 31, 1970 (Note 7) 
(with comparative figures as at December 31, 1969) 


Assets 
1970 1969 
Current 
Cash and short-term deposits S_.T098;500'5 2 ae oe 
Accounts receivable 2,590,300 3,022,000 
Expenditures billable to clients 707,300 451,500 
4,396,100 3,969,200 
Loans to employees (Note 2) . . — 136,200 
Fixed 
Furniture and fixtures (Note 3) . 450,700 422,300 
Less: Accumulated depreciation. 276,000 229,900 
174,700 192,400 
Leasehold improvements, at cost less amortization 43,700 55,500 
218,400 247,900 
$ 4,614,500. $ 4,353,300 
Liabilities 
1970 +969 
Current 
Accounts payable and accrued liabilities $ 2,949,100 $ 3,309)200 
Income taxes payable. 286,400 14,300 
3,239,000 3;323,500 
Shareholders’ Equity 
Capital stock (Note 4) 
Management preferred shares without nominal or par value 
Authorized and issued — 5 shares ; Ras a 100 
Class “’A’’ non-voting shares without nominal or par value 
Authorized and issued — 48,000 shares . a 115,500 
Common shares without nominal or par value 
Authorized — 2,000,000 shares (Note 5) 
Issued — 596,500 shares . 382,600 = 
382,600 175,600 
Retained earnings . 996,400 914,200 
1,379,000 1,029,800 
$ 4,614,500 $ 4,353,300 


On behalf of the Board: (Signed) IDL AR McRobie, Director 
(Signed) T. G. Smyth, Director 


Statement of Earnings 


For the Year Ended December 31,1970 
(with comparative figures for 1969) 


COCKFIELD, BROWN & COMPANY LIMITED 


1970 1969 
Gross billings (Note 6) $33,900,000 %32,500,000 
Commissions and service fees earned $ 4,971,000 * 4,859,700 
Expenses 
Salaries (Note 7) . 3,124,900 2,900,300 
Pension contributions. 122,800 117,800 
Depreciation . 57,900 55,000 
Rent, light and taxes . 396,700 392,600 
Other . 520,600 569,400 
4,222,900 4,035,100 
Earnings before income taxes and bonuses to employees. 748,100 824,000 
Provision for income taxes 387,000 419,700 
Earnings before bonuses to employees . 361,100 404,300 
Bonuses to employees, net of income taxes (Note 8) . _- \_ 352,500 - 
Net earnings for the year . 361.00; Ss 57,800 
Earnings per share . $ 0.62 (Note 9) 
Statement of Retained Earnings 
For the Year Ended December 31,1970 
(with comparative figures for 1969) 
1970 1969 
Retained earnings — January 1. $ 914,200 $ 862,400 
Add 
Net earnings for the year 361,100 51,800 
1,275,300 914,200 
Deduct 
Dividends paid on common shares 278,900 ae 
Retained earnings — December 31 


$ 996,400 


$ 914,200 


Statement of Source and Application of Funds 


For the Year Ended December 31, 1970 
(with comparative figures for 1969) 


Source of Funds 
Operations 
Net earnings for the year 


Add: Charge not requiring an outlay 0 at ae 


Depreciation 


Issue and sale of common shares 


Repayment (reduction in 1969) of loans to Aeneas : 


Application of Funds 
Purchase of furniture and fixtures 


Payment for cancellation of management ee Bo 


Payment of dividends on common shares 
Increase in working capital 


COCKFIELD, BROWN & COMPANY LIMITED 


1970 1969 

§ 361.100~ 8 57,800 

57,900 55,000 

~ 419,000 706,800 
267,100 a 

136,200 34,800 

'§) 5822300 —Sueiieteoe 

§') “98-4006 Ss = ee0o 
100 a 
278,900 =a 

514,900 106,900 

141,600 


$ + 822/300" > 


Auditors’ Report 


The Shareholders, 
Cockfield, Blown & Company Limited. 


We have examined the balance sheet of Cockfield, Brown & 
Company Limited as at December 31, 1970 and the state- 
ments of earnings, retained earnings and source and applica- 
tion of funds for the year then ended. Our examination in- 
cluded a general review of the accounting procedures and 


Montreal, Que. 
January 29,1971. 


such tests of accounting records and other supporting evi- 
dence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the 
financial position of the Company as at December 31, 1970 
and the results of its operations and the source and applica- 
tion of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Touche Ross & Co. 
Chartered Accountants. 


Notes to Financial Statements 
December 31,1970 


COCKFIELD, BROWN & COMPANY LIMITED 


Note 7. Basis of Reporting subsidiary, 30,000 common shares without 


The 1969 comparative figures include the ac- 
counts of Dundas Advertising Agency Limited, 
a wholly owned subsidiary which was wound 
up during 1970. The net earnings of Dundas 
Advertising Agency Limited for 1969 amounted 
to $2,700; the net earnings for 1970 to the date 
of winding up, which have been included in the 
Company's net earnings for 1970, amounted 
to $2,000. 


Note 2. Loans to Employees 


Loans were made to employees to enable them 
to purchase Class “A” non-voting shares of the 
capital stock of the Company from other share- 
holders. 


Note 3. Fixed Assets 


Furniture and fixtures are stated at appraised 
values as at January 1, 1966 plus additions 
during subsequent years at cost. 


Note 4. Capital Stock 


The capital of the Company was changed, by 
supplementary letters patent dated March 19, 
1970, as follows : 

(1) Cancellation of the 5 management preferred 
shares without nominal or par value in con- 
sideration of the payment by the Company 
of $25 for each management preferred 
share. 

(2) Changing of the 48,000 Class “A” non- 
voting shares without nominal or par value 
into 48,000 common shares without nom- 
inal or par value, each carrying one vote. 

(3) Subdivision of the 48,000 common shares 
without nominal or par value on the basis 
Of efor |: 

(4) Increasing of the authorized capital of the 
Company from 552,000 common shares 
without nominal or par value to 2,000,000 
common shares without nominal or par 
value. 

(5) Conversion of the Company from a private 
company to a public company. 

Pursuant to an agreement with underwriters 
dated March 19, 1970, 44,500 common shares 
without nominal or par value of the Company 
were issued and sold for $292,800 cash. Ex- 
penses of the issue amounted to $25,700, net 
of income taxes. 


Note 5. Stock Option Plan 

The Company established a stock option plan 
on January 20, 1970 under which it reserved for 
granting to employees of the Company or of a 


nominal or par value of the Company. The price 
at which options may be granted will not be less 
than 90% of the market price of the common 
shares on the dates of the granting of such op- 
tions. The options under the plan may not be for 
a period in excess of five years and provision is 
made for their termination if a holder of an op- 
tion ceases to be employed by the Company or 
a subsidiary prior to the expiry date of the option. 
No options have as yet been granted. 


Note 6. Gross Billings 


Gross billings include service fees capitalized in 
accordance with industry practice by multiply- 
ing the service fees by 6 2/3 (commissions and 
service fees generally represent 15% of gross 
billings). 


Note 7. Remuneration of Directors and Senior 


Officers 


The aggregate remuneration paid by the Com- 
pany to its directors and senior officers for 1970 
was as follows : 


To directors $437,900 
(all directors were 
also senior officers 
of the Company) 

To senior officers $140,500 
(not included above) 


Note 8. Bonuses to Employees 


Under the provisions of a by-law of the Com- 
pany adopted on January 29, 1970, the Com- 
pany can only pay bonuses to employees to the 
extent of 25% of the amount by which earnings 
of the Company before income taxes exceed the 
sum of $800,000 per annum. 


Bonuses were not paid to employees during 
1970; bonuses were, however, paid to em- 
ployees during 1969 when the Company was 
still a private company. 


Note 9. Earnings per Share 


Earnings per share have been calculated using a 
weighted average of shares outstanding during 
the year — 584,800 shares. An earnings per 
share calculation has not been made for 1969 
because of the significant effect on net earnings 
for 1969 of paying bonuses to employees (see 
Note 8) which precludes a meaningful compar- 
ison with 1970. 


Note 10. Long Term Leases 


Annual rentals payable under long term leases 
in effect are $315,000 in 1971, $300,000 in 
197245240,0008iIn 19.:43,.3200, 000s in- 1974 
and $190,000 in 1975. 


COCKFIELD, BROWN & COMPANY LIMITED 
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